In this study we investigate the relationship between the DJIA and the KLCI. Extreme movements in the DJIA and KLCI are compared and we examine the extent and magnitude of extreme movements in the KLCI as triggered by extreme movement in the Dow Jones. The data consists of historical indices for DJIA and KLCI. Due to the difference in the ranges of the KLCI and DJIA indices, percentage return is used for comparison. Pearson's correlation coefficient was used to determine the strength of the relationship between the two variables, followed by fitting a linear equation. Using hypothesis testing, extreme movements in returns of KLCI and DJIA are also compared Result shows there exist a moderate relationship between KLCI and DJIA. In particular, we found that regardless of the magnitude of change in both the DJIA and KLCI, the two indices move in the same direction more often than in opposite directions. Thus, KLCI traders should consider this finding when trying to predict directional changes in the KLCI with respect to DJIA movements.
Introduction
The Kuala Lumpur Composite Index (KLCI), now known as the FTSE Bursa Malaysia KLCI, is a stock market index generally accepted as the barometer of the Malaysian stock market. It was found that the Turkish and Greek economies observed similar financial shocks because they https: //dx.doi.org/10.15405/epsbs.2018.07.02.74 Corresponding Author: Megat Muhammad Afif Megat Muainuddin Selection and peer-review under The finding from this study can provide information to the investor to predict what happen to local stock market in details. Besides that, the study of the extreme movement on the DJIA also can
give ideas to other researcher on the relationship between DJIA and KLCI and mathematical concept.
Problem statement
In this project, we examine the relationship between the Kuala Lumpur Composite Index (KLCI) and the Dow Jones Industrial Average (DJIA). Dow Jones is a weighted average of the stock prices of 30 important companies that trade on the New York Stock Exchange. It is common knowledge that the performance of the Dow Jones affects many indices worldwide, including indices in Malaysia. Mathur and Subrahmanyam (1990) found that the Denmark market was affected by the U.S. market, as demonstrated by Granger's causality concept. Hence, the Dow Jones is the stock exchange that traders worldwide usually analyse in detail, in anticipation of trends.
The Dow Jones is widely tracked also because it is an indicator of the health of the global stock market. The Dow includes large-capitalization companies representative of the U.S. industry.
Hamao, Masulis and Ng (1990) investigated how price changes in one market influenced the opening prices in the next market to trade and whether changes in price volatility in one market were positively. When US subprime loan crisis worsened in mid-2007, Dow Jones took a deep plunge and so did Asian markets including the KLCI. However, it is noted that the subsequent recovery of the Dow Jones helped to rally other stock markets worldwide including the KLCI, thus aiding with economic recovery both on a macroeconomic and microeconomic scale. Hence, our research is concerned with the relationship between the Dow Jones Industrial
Average and the KLCI, so as to assist traders in predicting changes in the KLCI based on extreme movements in the Dow Jones. This will help KLCI traders manage their shares when confronted with extreme movements in the Dow Jones, so as to be well-prepared to face a likely extreme movement in the same direction in the KLCI. Our research will also examine the extent and magnitude of extreme movements in the KLCI triggered by similar movements in the Dow Jones.
Research Questions
The purpose research questions are as follows: 
Purpose of the Study
Since both of the countries are members of Trans Pacific Partnership Agreement (TPPA)
country. It will show that the movement stock market for both countries. The objective of this study is to examine the relationship between the DJIA and the KLCI. Furthermore, extreme movements in the DJIA and KLCI are compared and we investigate the extent and magnitude of extreme movements in the KLCI as triggered by extreme movement in the Dow Jones.
Thus, with unstable economic situation nowadays, this can affect to the stock market. When the stock price is decreasing, it can give bad assumption to the government. Indirectly, it can shrink the economy.
This research will provide valuable information to the investors to predict what happen to local stock market. Therefore, they can improve their company strategy. At the same time, they can increase profit for their company.
Research Methods

Obtaining the data:
The data obtained from Blomberg website for KLCI and DJIA 
We divide the percentage return into six group based on values.
Find the Pearson's correlation ( ).
Using the percentage returns of both indices we find 2 . It is important to measure the relationship between two variables. According to Boslaugh (2016) 
Linear Equation Method.
Linear equation is used to fit data to obtain a mathematical relationship between two variables x and y. Only data with larger 2 values are chosen for least-squares linear fitting
Hypothesis testing
Hypothesis testing is used here to compare extreme movements in returns of KLCI and DJIA.
The test procedure is as below: a) State the hypotheses. i.
Using sample data earlier we complete the following computations to find the test statistic and its associated p-value. Equation is given as below:- doi.org/10.15405/epsbs.2018.07.02.74 Corresponding Author: Megat Muhammad Afif Megat Muainuddin Selection and peer-review under Next we need to find the standard deviation. Compute the standard deviation ( ) of the sampling distribution for difference between two proportions.
Then we can make a test statistic. The test statistic is a z-score (z) defined by the following equation. https: //dx.doi.org/10.15405/epsbs.2018.07.02.74 Corresponding Author: Megat Muhammad Afif Megat Muainuddin Selection and peer-review under While the rest shows that there is week relationship between the two variables.
Findings
We only choose top two highest 2 to do fitting of linear equation, i.e. < −2 and all . 
